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OIL  AND  GAS  LEASE 

(PAID  UP) 

AGREEMENT,  Made  and  entered  into  this  18th_  day  of  January,  2008  by  and  between  M&K  Investments  LTD  a  w  i  imtt«H 

«a^  Wh0Se  addrSSS  'S  1021  Mal"  *■*  **  ^  H°U8ton'  ™2'        of  the 

herebv  acSedcIrJl^^L16880'*  f°?nd  5  consideratlon  of  0NE  °*  MORE  DOLLARS,  cash  in  hand  paid,  receipt  of  which  is 
rXlf?       f       *id     ^  covenantS  and  a9reements  hereinafter  contained  on  the  part  of  Lessee  to  be  paid  kept  and 

P^Self  inveS^a SL^  by  ^  PreSentS  d°eS        demise' lease  and  «  unto *•  KeStorS 

purpose  of  investigating,  explonng,  by  geophysical  or  other  means,  prospecting,  drilling,  and  operating  for  and  producing  oil  and  all 

^duce^rf^3^tUre  ^  'nC,Udi:9  I  aSSOdated  produced  in  a  liquid  orV^^aESiSX^ 

C^^nH  n^r  n  "        ^  hereinafter  collectively  referred  to  as  "oil  and  gas",  injecting  gas,  waters  othe 

Snes  and  o^er Su^ndtf^c?8 T*??*  ^  WmQ  PipelineS'  ^  *  tanks,  powe? stations,  telephone 

omi  nrnn?^  !I «,    1  ""^  *  Produce'        teke       <*        Process,  store  and  transport  said  oil  and  gas  and 

other  products  manufactured  therefrom,  the  following  described  land,  together  with  any  reversionary  rights,  riparian  rights  and  after- 
acquired  interest,  therein  situated;  in  the  County  of       Tarrant         ^tete  of  Texas, 

In^dZ!  to  l^ci^^.1^  alT°  beln*  kn<wn  ?  8  tract  of  land  •N"*"    the  O.  Harris  Survey,  Abstract  Number  645, 
S  rf  T?£ant  T«as>  an<*  being  more  particularly  described  in  a  Warranty  Deed  with 

J^n^^    i  ?^^  *?'  20°2'  8nd  reCOrd*d  ,n  Vo,ume  16029'  Pa9e  173'  P,at  Records' T"™t  County,  Texas,  and 
amendments  thereof,  Including  streets,  easements,  and  alleyways  adjacent  thereto,  and  any  riparian  rights. 

^UVh^Tn'^r611^1  *  ^S  ^'J*T**  LeS8ee' itS  successore  «"  «»l«n«,  shall  not  conduct  any  operations,  as 
fhl™^  2SS  V  ^  surface  of  said  lands.  However,  Lessee  shall  have  the  right  to  pool  or  unitize  said  Ia7ds,  or  part 
thereof,  with  other  lands  to  comprise  an  oil  and/or  gas  development  unit  This  clause  shall  take  precedence  over  any 
reference  of  the  surface  operations  contained  within  the  preprinted  portion  of  this  lease. 

and  containing    1.840     acres,  more  or  less 

It  is  agreed  that  this  lease  shall  remain  in  force  for  a  term  of  _3_  years  from  date  (herein  called  primary  term)  and  as  long 
thereafter  as  oil  and  gas,  or  either  of  them,  is  produced  or  capable  of  being  produced  from  said  land  by  the  Lessee.  In  consideration 
of  the  premises  the  said  Lessee  covenants  and  agrees: 

1  st.  To  deliver  to  the  credit  of  Lessor,  in  the  pipeline  to  which  it  may  connect  its  wells,  25  %  part  of  all  oil  (Including  but  not 
limited  to  condensate  and  distillate)  produced  and  saved  from  the  leased  premises.  Lessor's  interest  to  bear  its  proportionate  cost  of 
treating  oil  to  render  it  marketable  pipeline  oil. 

2nd.  To  pay  Lessor  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  a  royalty  of  25  %  of  the 
net  proceeds  realized  by  Lessee  from  the  sale  thereof,  less  a  proportionate  part  of  the  production,  severance  and  other  excise  taxes 
and  the  cost  incurred  by  lessee  in  delivering,  processing,  compressing,  transporting,  or  otherwise  making  such  gas  or  other 
substances  merchantable,  said  payments  to  be  made  monthly.  If  gas  from  any  well  or  wells  on  the  premises  capable  of  producing  gas 
in  commercial  quantities  is  not  sold  or  used  off  the  premises  or  in  the  manufacture  of  gas  for  a  period  of  one  (1 )  year  or  more  during 
which  time  there  is  no  other  production  from  the  leased  premises,  then  Lessee  shall  pay  or  tender  as  royalty  for  such  annual  period  a 
sum  of  one  dollar  ($1 .00)  per  net  acre  within  ninety  (90)  days  after  the  end  of  such  annual  period. 

If,  at  the  expiration  of  the  primary  term,  Lessee  is  conducting  operations  for  drilling,  completing  or  reworking  a  well,  this  lease 
nevertheless  shall  continue  as  long  as  such  operations  are  prosecuted  or  additional  operations  are  commenced  and  prosecuted 
(whether  on  the  same  or  successive  wells)  with  no  cessation  of  more  than  90  days,  and  if  production  is  discovered,  this  lease  shall 
continue  as  long  thereafter  as  oil  or  gas,  are  produced.  In  addition,  if  at  any  time  or  times  after  the  primary  term,  there  is  a  total 
cessation  of  all  production,  for  any  cause  (subject  to  the  force  majeure  provisions),  this  lease  shall  not  terminate  if  Lessee  commences 
or  resumes  any  drilling  or  reworking  operations,  or  production,  within  ninety  (90)  days  after  such  cessation.  Drilling  operations  or 
mining  operations  shall  be  deemed  to  be  commenced  when  the  first  material  is  placed  on  the  leased  premises  or  when  the  first  work 
other  than  surveying  or  staking  the  location,  is  started  thereon  which  is  necessary  for  such  operations. 

Lessee  is  hereby  granted  the  right  at  any  time  and  from  time  to  time  to  unitize  the  leased  premises  or  any  portion  or  portions 
thereof,  as  to  all  strata  or  any  stratum  or  strata,  with  any  other  lands  as  to  all  strata  or  any  stratum  or  strata,  for  the  production  primarily 
of  oil  or  pnmarily  of  gas  with  or  without  distillate.  However,  no  unit  for  the  production  primarily  of  oil  shall  embrace  more  than  160 
acres,  or  for  the  production  primarily  of  gas  with  or  without  distillate  more  than  640  acres;  provided  that  if  any  governmental  regulation 
shall  prescribe  a  spacing  pattern  for  the  development  of  the  field  or  allocate  a  producing  allowable  based  on  acreage  per  well,  then 
any  such  unit  may  embrace  as  much  additional  acreage  as  may  be  so  prescribed  or  as  may  be  used  in  such  allocation  of  allowable. 
In  the  absence  of  govemmentally  prescribed  spacing,  Lessee  shall  file  written  unit  designations  in  the  county  in  which  the  leased 
premises  are  located.  Operations  upon  and  production  from  the  unit  shall  be  treated  as  if  such  operations  were  upon  or  such 
production  was  from  the  leased  premises  whether  or  not  the  well  or  wells  are  located  thereon.  The  entire  acreage  within  a  unit  shall 
be  treated  for  all  purposes  as  if  it  were  covered  by  and  included  in  this  lease  except  that  the  royalty  on  production  the  unit  shall  be  as 
below  provided,  and  except  that  in  calculating  the  amount  of  any  shut  in  gas  royalties,  only  the  part  of  the  acreage  originally  leased 
and  then  actually  embraced  by  this  lease  shall  be  counted.  In  respect  to  production  from  the  unit,  Lessee  shall  pay  Lessor  in  lieu  of 
other  royalties  thereon,  only  such  proportion  of  the  royalties  stipulated  herein  as  the  amount  of  this  acreage  placed  in  the  unit  or  his 
royalty  interest  therein  on  an  acreage  basis,  bears  to  the  total  acreage  in  the  unit. 

If  said  Lessor  owns  a  lesser  interest  in  the  above  described  land  than  the  entire  and  undivided  fee  simple  estate  therein, 
whether  stated  hereinabove  as  whole  or  partial  interest,  then  the  royalties  herein  provided  shall  be  paid  to  the  Lessor  only  in  the 
proportion  which  his  interest  bears  to  the  whole  undivided  fee.  In  addition,  the  Lessee  shall  have  a  right  to  issue  a  replacement  draft 
for  any  draft  that  was  tendered  for  bonus,  royalty  or  other  payment,  which  payment  was  based  on  Lessor's  ownership  interest  In  the 
above  described  lands.  In  the  event  it  is  determined  by  Lessee  that  Lessor  owns  a  lesser  interest  in  such  land  than  the  amount  on 
which  such  royalty,  bonus  or  other  payment  was  based  and  in  the  event  a  draft  has  already  been  paid  prior  to  the  discovery  of 
Lessor's  lesser  interest,  then  Lessee  shall  have  a  right  to  be  reimbursed  for  such  overpayment  upon  making  written  request  and  shall 
also  have  nghts  of  setoff  against  other  or  future  royalty  or  other  payments  in  order  to  recover  such  overpayment,  it  being  understood 
and  agreed  by  the  parties  that  Lessor's  payments  of  bonus,  royalty  or  other  payments  that  are  based  on  Lessor's  net  mineral  acre 
ownership  shall  be  adjusted  to  reflect  Lessor's  true  net  mineral  acre  ownership. 

Lessee  shall  have  the  right  to  use,  free  of  cost,  gas,  oil  and  water  produced  on  said  land  for  its  operations  thereon  except 
water  from  wells  of  Lessor.  When  requested  by  the  Lessor,  lessee  shall  bury  his  pipelines  below  plow  depth.  No  well  shall  be  drilled 
nearer  than  200  feet,  or  the  minimum  distance  required  by  the  municipality,  to  the  house  or  bam  now  on  said  premises  without  the 
wntten  consent  of  the  Lessor.  Lessee  shall  pay  for  all  damages  caused  by  Its  operations  to  growing  crops  on  said  land. 


XZZZ^Z "Xdaiof or ,n p  • essee sha" be relieved of a" obl^ons with respect 40 *• a« 

the  *JX  'DmSn^^nH  ?'  ^     eX.pirat'°n  °f primary  term  hereof' « is  "ot  being  continued  in  force  by  reason  of 

s^e^  tzss*  *• removai  of  such  de,ayin9    and  «• ™* extre^r?; 

siqnina  Tnh^hSndinn  £m*^!  ?S  *  f chKLessor  on  execution  hereof  as  to  his  or  her  Interest  and  shall  be  binding  on  those 

T       °f  *fb°?e  nam6d  may  not  join  in  the  execution  hereof-  The  word  "Lessor-  as  used  In  this 
lease  means  the  party  or  parties  who  execute  this  lease  as  Lessor,  whether  or  not  named  above 

Lessee  may  at  any  time  and  from  time  to  time,  surrender  this  lease  as  to  any  part  or  parts  of  the  leased  oremises  bv  d^livPrinn 
or  mailing  a  release  thereof  to  Lessor,  or  by  placing  a  release  of  record  in  the  proper  Coun^  Y  ™* 

h„k.  ♦      «  r  and  agrees  to  defend  the  title  to  the  lands  herein  described,  and  agrees  that  the  Lessee  shall  have  the 

bl  "73?  r  mort9Ts' taxes  or  other  liens  on  the  abov*  d^KKEfS 

aerauit  ot  payment  by  Lessor,  and  be  subrogated  to  the  rights  of  the  holder  thereof 

nwin-j?!18  'S  8  Paid_UP  lea*"  ln  consideration  of  the  cash  payment  acknowledged  above,  Lessor  agrees  that  Lessee  is  not 
obligated  to  commence  or  continue  any  operations  during  the  primary  term 

undPr  til  ta™ral°Hthe  2T  ri£fto  ?ra2t8d  herein'  L6SS0r  hereby  9rants  t0  Lessee  a  continuing,  perpetual  pipeline  right-of  way, 
^J?t        f     condrtions  hereinafter  set  forth.   Lessor  grants  to  Lessee  the  right,  privilege  and  easement  to  construct 

ESEESiSST  7  '  Tf* t6St  repair*  rep'aCe" remove'  alter  and  abandon  anlnitial  pipelne,  and  a^S^^SE? 
£nri h  °f  a,5f  J  a'  °u  93S'  933  consmuents-  oil  or  °«  constituents,  together  with  the  right  of  ingress  and  egress  ove  the 
^^SilTSUn^  3  "Vf* 10  USe  SUCh  5UffeCe  °r  subsurtace  areas  as  maY  ^  reasonably  needed  for  the  exercise  of  he 
oioeLP ^SZ^Z!TT%^  ?raHnted  ^*  lSrm  "Pipeline"  38  USed  in  this  para9raPh  *****  such  8urfac«  or  subsurfacl 
toa^Jte^T^!  LiH?^9?^01^'?9' " flimitation'  an*  meterin9  ec"uiPment  and  dehydration  facilities  and  connections 
MrJE?  Z  .  <~  ?  u  8  . '  Th,.s  Pip®l,ne  n9ht-of-way  is  not  limited  to  pipeline  for  the  use  of  production  from  the  lands  leased 
n^!  ft *h  ■ *??ne  "9°*-°^  is  w""^  re9ard  to  whether  such  gas,  gas  constituents,  oil  or  oil  constituents  are 
ESSfT  ^  .  wn.  fu  hereunder  or  f"5"1  anV  other  lands.  and  ^rther  without  regard  to  whether  such  lands  are  pooled  or 
n^n^h  k  aS6d  h!?under  or  not  lf  the  Lessee  desires  to  exercise  the  rights,  privileges  or  easements  grantedby  this 

paragraph  by  commencing  construction  of  an  initial  pipeline,  then  upon  completion  Lessee  shall  pay  to  Lessor  a  sum  equal  to  One 

ZSZZ  T  TI  T  «°r  *5 h  "neal  fo0t  °f  pipeline  insta,led* and  upon  comP'etion  shall  pay  a  sum  equal  to  Fifty  Dollars  for  any  meter 
installation,  dehydration  station,  or  well  connection  installed,  and  the  Lessee  shall  have  the  continuing  rights,  privileges  and 
easements  granted  in  this  paragraph  with  respect  to  any  additional  pipeline  that  Lessee  desires  to  install  thereafter.  If  trie  Lessee  fails 
to  commence  construction  of  any  initial  pipeline  during  the  term  of  this  lease,  (as  such  term  may  be  extended  by  option  agreement 
production,  gas  storage,  or  in  any  other  manner),  then  after  receipt  of  written  request  from  the  Lessor,  the  Lessee  agrees  to  provide  to 
Lessor  a  written  document  canceling  this  pipeline  right  of  way.  If  any  initial  pipeline  construction  is  commenced  during  the  term  of  this 
ease,  then  all  of  he  nghts,  privileges  and  easements  granted  in  this  paragraph  to  the  Lessee  shall  continue,  after  expiration  of  this 

M^k.  !•  fJS  *  LeSS6e  Sha"  release  sucn  rights'  Privile9es  and  easements  by  an  instrument  in  writing,  duly  recorded. 
Notwithstanding  anything  in  the  foregoing  to  the  contrary,  however,  if  pipeline  is  constructed  pursuant  to  Paragraph  one  (1)  of  this 
tease,  for  the  purpose  of  transporting  gas,  gas  constituents,  oil  or  oil  constituents  produced  from  the  lands  leased  under  this  lease  or 
from  lands  pooled  with  the  lands  leased  under  this  lease  (collectively,  the  "leasehold  production  pipeline"),  then  the  Lessee  shall  not 
be  required  to  pay  any  sums  to  Lessor  in  respect  of  such  leasehold  production  pipeline  and  Lessee's  rights  with  regard  to  such 
leasehold  production  pipeline  shall  be  as  set  forth  in  Paragraph  one  (1 )  of  this  lease. 

This  lease  may,  at  Lessee's  option,  be  extended  as  to  all  or  part  of  the  lands  covered  hereby  for  an  additional  primary  term  of 
<_2J  years  commencing  on  the  date  that  this  lease  would  have  expired  but  for  the  extension.  Lessee  may  exercise  its  option  by 
paying  or  tendenng  to  Lessor  an  extension  payment  of  $15.000.00  per  net  mineral  acre  for  the  land  then  covered  by  the  extended 
ease.  Said  bonus  is  to  Lessor  at  Lessor's  address  above  or  last  known  address.  If  Lessee  exercises  this  option,  the  primary  term  of 
this  lease  shall  be  considered  to  be  continuous,  commencing  on  the  date  of  the  lease  and  continuing  from  that  date  to  the  end  of  the 
extended  primary  term.  Lessor  hereby  grants  any  such  extensions  of  this  lease  without  necessity  of  an  amendment  to  said  lease 

As  a  result  of  land  development  in  the  vicinity  of  the  lease  premises,  governmental  rules  or  ordinances  regarding  well  sites 
and/or  surface  restrictions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the 
vicinity  may  be  limited  and  Lessee  may  encounter  difficulty  securing  surface  location(s)  for  drilling,  reworking  or  other  operations 
Therefore,  since  dnlling,  reworking  or  other  operations  are  either  restricted  or  not  allowed  on  the  lease  premises  or  other  leases  in  the 
vicinity,  it  is  agreed  that  any  such  operations  conducted  at  a  surface  location  off  of  the  lease  premises  or  off  of  lands  with  which  the 
lease  premises  are  pooled  in  accordance  with  this  lease,  provided  that  such  operations  are  associated  with  a  directional  well  for  the 
purpose  of  drilling,  reworking,  producing  or  other  operations  under  the  lease  premises  or  lands  pooled  therewith,  shall  for  purposes  of 
thlslease  be  deemed  operations  conducted  on  the  lease  premises.  Nothing  contained  in  this  paragraph  is  intended  to  modify  any 
surface  restnctions  or  pooling  provisions  or  restrictions  contained  in  this  lease,  except  as  expressly  stated. 

In  the  event  that  Lessor,  during  the  primary  term  or  extension  of  this  lease,  receives  a  bona  fide  offer  which  Lessor  is  willing  to 
accept  from  any  party  offenng  to  purchase  from  Lessor  a  lease  covering  any  or  all  of  the  substances  covered  by  this  lease  and 
covenng  all  or  a  portion  of  the  land  described  herein,  with  the  lease  becoming  effective  upon  expiration  of  this  lease,  Lessor  hereby 
agrees  to  notify  Lessee  in  writing  of  said  offer  immediately,  including  in  the  notice  the  name  and  address  of  the  offeror  the  price 
offered  and  all  other  pertinent  terms  and  conditions  of  the  offer.  Lessee,  for  a  period  of  fifteen  days  after  the  receipt  of  the  notice  shall 
have  the  pnor  and  preferred  right  and  option  to  purchase  the  lease  or  part  thereof  or  interest  therein,  covered  by  the  offer  at  the  price 
and  according  to  the  terms  and  conditions  specified  in  the  offer. 

u  ..  J?  ^e  event  Lessor  con8Wers  that  the  Lessee  has  failed  to  comply  with  any  obligation  hereunder,  express  or  implied  Lessor 
shall  notify  Lessee  in  writing,  specifying  in  what  respect  Lessor  claims  Lessee  has  breached  this  lease.  The  service  of  such  notice 
and  elapse  of  sixty  (60)  days  without  Lessee  meeting  or  commencing  to  meet  the  alleged  breaches  shall  be  a  condition  precedent  to 
any  action  by  Lessor  for  any  cause.  If,  within  sixty  (60)  days  after  the  receipt  of  such  notice  Lessee  shall  meet  or  commence  to  meet 
the  breaches  alleged  by  Lessor,  Lessee  shall  not  be  deemed  to  be  In  default  hereunder. 

Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice  to  Lessor,  a  well  which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producinq  in 
paying  quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed 

Notwithstanding  anything  to  the  contrary  contained  In  this  lease,  should  a  shut-in  royalty  payment  not  be  properly  made  in  a  timely 
manner  as  provided  for  in  this  lease,  Lessor  may,  at  Lessor's  option,  elect  to  terminate  the  applicable  portion  of  this  lease  by  sendinq 
written  notice  to  Lessee  by  certified  mail;  provided  that.  Lessee  shall  then  have  thirty  (30)  days  from  the  date  of  receipt  of  such 


wmmmsmMmms: 


IN  TESTIMONY  WHEREOF,  we  sten  «.  18»  day  „  January_  200g 
oSETl,.,,. ,  l^^^'oidings       |n0i  Genera| 


M&K  Investments  LTD 


(CORPORATE  ACKNOWLEDGEMENT) 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 
This  instrument  was  acknowledged  before  me  on  th*  /n. 


2008,  by  Charles  Long, 


Notary's  Name  Printed: 
Notar/s  Commission  Expires: 


f  wew-s  mRVAN  CHARLES  FERPANT 

iSOaf     MV  Commission  Expires 
.March 11,2012 


